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E.O. 11652: N/A 
TAGS: EFINEC 

SUBJ: FINANCE MINISTRY ATTEMPTING TO REPLACE FONADE ACCOUNT WITH 
SELF-SUSTAINING STATE DEVELOPMENT BANK 

1. FINANCE MINISTER SANTIAGO SEVILLA HAS ANNOUNCED THAT THE 
FONADE ACCOUNT (THE NATIIONAL DEVELOPMENT FUND) WILL BE 
ABOLISHED AND REPLACED BY A STATE DEVELOPMENT BANK. THE 
MINISTER EXPLAINED TO THE PRESS THAT "CERTAIN IRREGULARITIES" 

HAD BEEN DISCOVERED IN THE FUND'S MANAGEMENT, AND THE EUND'S 
POLICY OF SUPPLYING GRANTS TO VARIOUS AGENCIES HAD EXHAUSTED 
ITS RESOURCES. THE MINISTER'S ANNOUNCEMENT HAS TOUCHED OFF 
CRITICISM AND SPECULATION IN THE PRESS REGARDING THE 
"IRRGGULARITIES" IN THE FUND'S MANAGEMENT. 

2. THE FONADE ACCOUNT WAS ESTABLISHED IN 1973, SHORTLY 
AFTER THE GOE BEGAN REALIZING SUBSTANTIAL PETROLEUM EXPORT 
REVENUES. 25 PERCENT OF TOTAL PETROLEUM REVENUES WERE EARMARKED FOR 
THE FUND. RESOURCES WERE TO BE USED EXCLUSIVELY FOR 
DEVELOPMENTAL PURPOSES. HOWEVER, THE FUND'S RESOURCES HAVE 

BEEN FREQUENTLY USED TO COVER CENTRAL GOVERNMENT OR OTHER 
AGENCY DEEICITS. IT HAS BECOME A PASS-THROUGH ACCOUNT 
FOR GOE OFEICIALS WISHING TO OBEUSCATE MILITARY 
EXPENDITURES; AND DEVELOPMENT PROJECTS HAVE NOT 
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ALWAYS BEEN SELECTED ON THE BASIS OE OBJECTIVE CRITERIA. 

THE MINISTRY OE FINANCE AND CEPE HAVE RECENTLY BATTLED 
REGARDING EONADE'S PAYMENT OF $1 10 MILLION FOR THE 
ESMERALDAS REFINERY; CEPE HAS REEUSED TO REIMBURSE THE 
ACCOUNT FOR THE EUNDS, CLAIMING (PROBABLY CORRECTLY) 

THAT THE PRICE OF REFINED PRODUCTS DOES NOT ALLOW THE 
REEINERY ANY PROEIT MARGIN. 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


3. HUGO AMORES, NATIONAL TREASURER AND CONFIDANTE OF 
FINANCE MINISTER SEVILLA, EXPLAINED TO AN EMBOEE THAT 
THE MINISTER WISHES TO PUT EONADE ON A SELF-FINANCING 
BASIS. THIS NEW POLICY HAS CAUSED CONSIDERABLE 
CRITICISM EROM GOE AGENCIES AND MUNICIPALITIES WHO 
PREVIOUSLY RECEIVED GRANTS FROM THE ACCOUNT. HE 
COMMENTED THAT SEVILLA ENVISIONS A DEVELOPMENT BANK 
WITH A COMPETENT TECHNICAL STALE THAT WILL MAKE LOANS 
AT THE INTEREST PAID BY THE CENTRAL GOVERNMENT IN THE 
INTERNATIONAL MARKET. AT LEAST, HE SAID, THIS NEW 
POLICY WILL PREVENT WHAT HAD BEEN EREQUENT GIFTS FOR 
MUNICIPAL FOUNTAINS AND OTHER PROJECTS OF DUBIOUS 
VALUE. 

4. AMORES SAID THAT HE PLANNED TO PRESENT THE NEW BY- 
LAWS FOR THE STATE BANK (BANCO DEL ESTADO) AT THE NEXT 
CABINET MEETING, AND EXPECTS SOME DIFFICULTY IN 
OBTAINING APPROVAL. 

CORR 


LIMITED OFFICIAL USE 


NNN 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 -Jan-1 994 12:00:00 am 
Channei indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: POLICIES, DEVELOPMENT FINANCE, DEVELOPMENT BANKS, REORGANIZATIONS 

Control Number: n/a 
Copy: SINGLE 

Sent Date: 28-Jul-1977 12:00:00 am 
Decaption Date: 01 -Jan-1 960 12:00:00 am 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 22 May 2009 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977QUITO05057 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D770271-1056 

Format: TEL 
From: QUITO 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t1977079/aaaaahgr.tel 

Line Count: 82 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: c9ccb370-c288-dd1 1-92da-001cc4696bcc 
Office: ACTION ARA 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 
Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: n/a 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 19-Jan-2005 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 1958969 
Secure: OPEN 
Status: NATIVE 

Subject: FINANCE MINISTRY ATTEMPTING TO REPLACE FONADE ACCOUNT WITH SELF-SUSTAINING STATE DEVELOPMENT BANK 
TAGS: EFIN, EC, (SEVILLA LARREA, SANTIAGO) 

To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/c9ccb370-c288-dd1 1-92da-001cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



